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OATH OR AFFIRMATION

I, Susan J. Stamm

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Systematized Benefits Administrators, Inc.

of December 31 l ,20_06  , are true and correct.

neither the company nor any partn.‘er, proprietor, principal officer or director has any proprietary interest in any account

, swear (or affirm) that, to the best of

as

[ further swear (or affirm) that

classified solely as that of a customer, except as follows:

President

Director

Notary Public ™y Commissinn Erpivg Tiulog

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b} Statement of Financial Condition.

(c) Statement of Income (Loss).

{d) Statement of Changes in Fmancwl Condition,

{e) Statement of Changes in Stockholders Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in LIabllmcs Subordinated to Claims of Creditors.

(g) Computation of Net Caplla]

(h) Computation for Delermlnatlon of Reserve Requirements Pursuant to Rule 15¢c3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, mcludmg appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Detcrmmatlon of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k)

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
(1) An QOath or Affirmation.

consolidation.
(m) A copy of the SIPC Supplelmental Report.
(n} Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

00K 0 HRRRNOKNKERR

**For conditions of confidential treatment of certain portions ofrhi.'sﬁh'ng, see section 240.17a-5(e)(3).
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OATH OR AFFIRMATION

I, Therese M. Squillacote , swear (or affirm) that, to the best of

my knowledge and belief the accorlnpanying financial statement and supporting schedules pertaining to the firm of

Systematized Benefits Administrators, Inc. . , as
of December 31 | ,20 06 I further swear (or affirm) that
neither the company nor any parmer proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a custarner, except as follows:

, are true and correct.
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~ Title

lNotaryPublic m.a' Comm isSion Expires Tlulog

This report ** contains (check all a'pplicable boxes):

{a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Fmanmal Condition.

{e) Statement of Changes in Stockholders Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Llabllmes Subordinated to Claims of Creditors.

(g) Computation of Net Capltall

(h) Computation for Determmanon of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, mc'mdmg appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determmqnon of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An QOath or Affirmation.
{m) A copy of the SIPC Supplcmental Report.
{n) Areportdescribingany material inadequacies found to exist or found to have existed since the date of the previous audit.

OO0 0 HRERKNOXRRERR

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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i’l ERNST& YOUNC & Ernst & Young up =& Phone; (860) 247-3100

Goodwin Square www.ey.com
225 Asylum Street
Hartiord, Connecticut 06103

Report of Independent Auditors

The Shareholder and Boarcii of Directors
Systematized Benefits Administrators, Inc.

We have audited the accompanying statement of financial condition of Systematized Benefits
Administrators, Inc. (the Company) as of December 31, 2006, and the related statement of income,
changes in shareholder’s equity, and cash flows for the year then ended. These financial statements are
the responsibility of the Company s management. Our responstbility is to express an opinion on these
financial statements based ‘on our audit.

We conducted our audit i in accordance with auditing standards generally accepted in the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements ar'e free of material misstatement. We were not engaged to perform an audit of
the Company’s internal control over financial reporting. Our audit included consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for, the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over finapcial reporting.  Accordingly, we express no such opinion. An audit also
includes examining, on a|test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accoummg principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Sysleimauzed Benefits Administrators, Inc. at December 31, 2006, and the results of
its operations and its cash flows for the year then ended in conformity with U.S. generally accepted
accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information|contained in Schedules I and I is presented for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplementary information required by
Rule 17a-5 under the Securmes Exchange Act of 1934. Such information has been subjecled to the
auditing procedures applled in our audit of the basic financial statements and, in our opinion, is fairly

|
stated in all material respects in relation to the basic financial statements taken as a whole.

Gt + MLLP

February 20, 2007

A member firm of Ernst & Young Global Limited
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==-’I ERNST& YOUNG & Ernst & Young LLp | & Phone: (860) 247-3100

Goodwin Square WWW.BY.COM
225 Asylum Street
Hartford, Connecticut 06103

‘Supplementary Report of Independent Auditors on Internal Control
Required by Rule 17a-5

The Shareholder and Board of Directors
Systematized Benefits A‘dministrators, Inc.

In planning and performing our audit of the financial statements of Systematized Beneﬁts
Administrators, Inc. (tde Company), as of and for the year ended December 31, 2006,

accordance with audltmg standards generally accepted in the Umted States, we considered ltS
internal control over financial repomng {internal control}), as a basis. for designing our auditing
procedures for the purpose of expressing our opinion on the financial' statements, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company’s internal
control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of| the practices and procedures followed by the Company, including
constderation of control| activities for safeguarding securities. The study included tests of such
practices and procedures that we considered relevant to the Ob_]eCt]VCS stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness and net capital under rule 17a-
3(a)(11) and for determi‘ning compliance with the exemptive provisions of rule 15¢3-3. Because
the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the
Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or dlsposmon and that transactions are executed in accordance with
management’s authorlzstlon and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

A member firm of Ernst & Young Global Limited




i” ERNST& YOUNG & Ernst & Young LLP

Because of inherent limitations in internal control and the practices and procedures referred to
* _ above, error or fraud mziy occur and not be detected. Also, projection of any evaluation of them
f to future periods is subject to the risk that they may become inadequate because of changes in
i conditions or that the effectiveness of their design and operation may deteriorate.
x A control deficiency exists when the design or operation of a control does not allow management
i or employees, in the non‘;lnal course of performing their assigned functions, to prevent or detect
' misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, ’that adversely affects the entity’s ability to initiate, authonze, record, .
. process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entlty s
financial statéments that is more than mconsequentlal will not be prevented or detected by the
entity’s internal controll A material weakness is a significant deficiency, or combmatxop of
significant deficiencies, that results in more than a remote likelihood that a material misstatement
of the financial statements will not be prevented or detected by the entity’s internal control.
Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and ‘would not necessarily identify all deficiencies in internal control that
might be material weaknesses We did not identify any deficiencies in internal control and
control activities for safeguardmg securities that we consider to be material weaknesses as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of thrs report are considered by the SEC to be adequate for its purposes in

accordance with the Securltles Exchange Act of 1934 and related regulations, and that practices

and procedures that do not accomplish such objectives in all material respects indicate a material
. inadequacy for such purf)oses. Based on this understanding and on our study, we believe that the

Company’s practices amii procedures, as described in the second paragraph of this report, were
‘ adequale at December 31, 2006, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,

. the SEC, and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange
Act of 1934 in their reg{llatlon of registered brokers and dealers, and is not intended to be snd
should not be used by an'yone other than these specified parties.

St ¥ MLLP

February 20, 2007




SYSTEMATIZED BENEFITS ADMINISTRATORS, INC.
(A wholly owned subsidiary of ING Services Holding Company, Inc.)

Financial Statements and Schedules
(with Report of Independent Auditors thereon)

December 31, 2006




SY§TEMATIZED BENEFITS ADMINISTRATORS, INC.
{A wholly owned subsidiary of ING Services Holding Company, Inc.)

Statement of Financial Condition

as of December 31, 2006
Assets
Cash $ 3,008,433
Short-term investmentsl 448,132
Due from affiliates under tax allocation agreement 4,149
Prepaid expenses 12,873
Other assets 1,612
Tota! assets 5 3,475,199
Liabilities and Shareholder's Equity
Liabilities:
Due to affiliates $ 107,762
Other liabilities 274,218
Total liabilities 381,980
Shareholder's Equity:
I
Common stock, par val:ue $1.00 (1,000 shares
authorized, issued and outstanding) 1,000
Paid-in capital | ' 99,000
Retained earnings ' 2,993,219
Total shareholder's equity 3,093,219
Total liabilities and shareholder's equity $ 3,475,199

See Accompanying Notes to Financial Statements.




SYSITEMATIZED BENEFITS ADMINISTRATORS, INC.
(A wholly owned subsidiary of ING Services Holding Company, Inc.)

‘Statement of Income
For the year-ended December 31, 2006

Revenue
Service feesT' 2,549,970
Interest on s;;hort-term investments 19,691
Total revenue 2,569,661
Expenses
Sales and administrative expenses 1,738,727
Income before income taxes 830,934
Income taxes 317,833
Net income 513,101.

See Accompanying Notes to Financial Statements.
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SY§TEMATIZED BENEFITS ADMiNIS;i'RATORS, INC.
(A wholly owned subsidiary of ING Services Holding Company, inc.)

Statement of Changes in Shareholder's Equity

For the year-ended December 31, 2006

Total
Common . Paid-In Retained Shareholder’'s
- Stock Capital Earnings Equity
Balance at January 1, 2006 $ 1,000 5 99,000 $ 2,480,118 $ 2,580,118
Net income - - 513,101 513,101
Balance at December 31, 2006 3 1,000 $ 59,000 $ 2,993,219 $ 3,003,219

See Accompanying Notes to Financial Statements.




SY§TEMATIZED BENEFITS ADMINISTRATORS, INC.
(A wholly owned subsidiary of ING Services Holding Company, Inc.)

Statement of Cash Flows
For the year-ended December 31, 2006

Cash flows from operating activities:

Net income ‘ $ 513,101
Adjustments to reconcile net income to net cash provided by

operating activities:

Net change in due to/ from affiliates (312,173)

Increase in prepaid expenses (715)

Net change in oth{:r liabilities and other assets 377,158
Net cash provided by operating activities 577,372

Cash flows from investing activities:

Net purchases of short-term investments {19,691)
Net cash used for in{festing activities {19,691)
Increase in cash 557,681
Cash, beginning of year 2,450,752
Cash, end of year - $ 3,008,433

Supplemental cash flow information:
Income taxes paid $ 84,588

See Accompanying Notes to Financial Statements,




. Sumrpary of Significant j\ccounting Policies

I

SYSTEMATlZED BENEFITS ADMINISTRATORS, INC.
(A wholly owned subsidiary of ING Services Holding Company, Inc.)

Notes to Financial Statements

December 31, 2006

1. Organization and Nature of Business

Systematized Benefits Admlmstrators, Inc. (the “Company”) is a wholly owned subsidiary of ING
Services Holding Company, Inc. (“ISHC”). ISHC 1s a wholly owned subsidiary of Lion Connecticut
Holdings Inc. (“Lion™). Lion is a wholly owned subsidiary of ING America Insurance Holdings, Inc.
(“ING AIH”), which in tut:'n is ultimately owned by ING Groep N.V. (“ING”).

The Company is rcglstere(|1 with the Securities Exchange Commission (“SEC”) as a broker/dealer, in
all states except anesota under the Securities Exchange Act of 1934 and is a member of the
National Association of Sécuntles Dealers, Inc. (“NASD”). The Company is qualified to do
business in all states, as a general purpose corporation to provide third party administration services
to employers for employee’. benefit plans they administer.

Basis of Presentation

The accomnpanying financial statements of the Company have been prepared in conformity with
accounting principles generally accepted in the United States.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States requirles management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results could differ
from reported results usiné those estimates.

Cash
Cash represents demand deposits. .

Short-Term Investments

Short-term investments, ccl)nsisting of money market mutual funds, are stated at amortized cost,
which approximates fair vlaluc.




SYSTEI\:/[ATIZED BENEFITS ADMINISTRATORS, INC.
(A wholly owned subsidiary of ING Services Holding Company, Inc.)

Notes to Financial Statements (Continued)

December 31, 2006

2. Summary of Significant Accounting Policies (Continued)

Revenue and Expense Recognition

Service fees, consisting ofimaintenance and administrative fees, are recorded as revenue when
earned. Service fees inclut]e revenue from a related party, ING Life Insurance and Annuity
Company (“ILIAC"), to compensate the Company for services performed on ILIAC’s behalf.

Interest from short-term investments is recorded as revenue when eamed.
Sales and administrative expenses are recorded when incurred.

Related Party Transactions

Substantially all administriative and support functions of the Company are provided by ILIAC and its
affiliates. The financial statements reflect allocated charges for these services based upon measures
appropnate for the type and nature of service provided.

The Company performs aqministrative and marketing services relating to contracts for which ILIAC
acts as an investment adv1sor Revenue from these services was $1,298,929 and is included in
service fees on the Statement of Income.

. 3. Income Taxes

The results of the Company’s operations are included in the consolidated tax return of ING AIH.
ING AIH and its subsidiaries each report current income tax expense as allocated under a
consolidated tax allocatim{t agreement. Generally, this allocation results in profitable companies
recognizing a tax provision as if the individual company filed a separate return and loss companies
recognizing benefits to the extent of their losses.




SYSTENIIATIZED BENEFITS ADMINISTRATORS, INC.
(A wholly owned subsidiary of ING Services Holding Company, Inc.)

3. Income Taxes (Continued)

Notes to Financial Statements (Continued)

December 31, 2006 i

Income tax expense consists of the following for the year-ended December 31, 2006:

Current:
Federal $ 276,286
State 41,547
Total $ 317,833

Variations from the federal statutory rate are as follows for the year-ended December 31, 2006:

Expected federal incpme tax expense at

statutory rate of 35

State income tax expense, net of

federal benefit
Income'tax expense

% $ 290,827
27,006 :
3 317,833 (

The Company did not hav%: any book-to-tax differences in the bases of its assets and liabilities;
accordingly, the Company|did not have any deferred tax assets or deferred tax liabilities at

December 31, 2006. Addi

tionally, the Company had a receivable for state income taxes of $1,612,

which has been included in Other Assets on the Statement of Financial Condition.

The Internal Revenue Service is currently examining the Company’s tax returns for the years 2002
and 2003. Management is not aware of any adjustments that would have a material impact on the
financial statements of the! Company.

Accounting for Uncertainty in Income Taxes

In June 2006, the FASB i§sued FIN 48, “Accounting for Uncertainty in Income Taxes” (“FIN 48”), !!
which creates a single model to address the accounting for the uncertainty in income tax positions
recognized in a company’s financial statements in accordance with FAS No. 109, “Accounting for

Income Taxes.”
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. .Net Capital

SYSTEMATIZED BENEFITS ADMINISTRATORS, INC.
(A wholly owned subsidiary of ING Services Holding Company, Inc.)

Notes to Financial Statements (Continued)

December 31, 2006

3. Income Taxes {Continued)

FIN 48 prescribes a two-lstep process for determining the minimum recognition threshold a tax
position is required to meet before being recognized in the financial statements. The first step is
recognition: A company] first determines whether a tax position is more likely than not to be
sustained upon examination, based on the technical merits of the position. The second step is
measurement: A tax position that meets the more-likely-than-not recognition threshold is measured
to determine the amount of benefit recognized in the financial statements. The benefit under step
two is measured as the Iargest amount of benefit that is greater than 50% likely of being realized
upon ultimate settlement. :No benefit will be recognized on tax positions that do not meet the more-
likely-than-not recognition standard. In addition, FIN 48 provides guidance on derecognition,
classification, interest and penalties, accounting in interim periods, disclosure, and transition,

FIN 48 1s effective for fiscal years beginning after December 15, 2006. The Company does not
anticipate that FIN 48 will impact its earnings and financial position.

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedlness to net capital, both as defined, shall not exceed 15to 1. At
December 31, 2006, the Company had a ratio of aggregate indebtedness to net capital of .12 to 1 and
net capital of $3,065,622, \INhich was $3,040,157 in excess of its required net capital of $25,465.

. Concentration of Revenue with a Customer

. The Company has a customer from whom a significant amount of the Company’s revenue is earned.

The loss of this customer would have a material adverse effect on the earnings of the Company.
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Schedule 1
SYSTEMATIZED BENEFITS ADMINISTRATORS, INC.
(A wholly owned subsidiary of ING Services Holding Company, Inc.)
Computation of Net Capital and Basic Net Capital Requirement
Under Rule 15¢3-1
December 31, 2006
NET CAPITAL: |

Total sharcholder’s equity $3,093,219
Less: non-allowable z;issets 18,634
Net capital before haircuts on securities positions 3,074,585
Less: haircuts on securities positions | 8,963
Net capital $3,065,622
Aggregate indebtedness , $ 381,980

Net capital requirement (greater of 6 2/3% of aggregate

5,000) 25,465

indebtedness or $2
Excess of net capital over minimum required ‘ $3,040,157
Ratio of aggregate indebtedness to net capital Ad2to 1

Note: Net capital and aggreg

ate indebtedness as reported on Form X-17A-5 Part IIA are not different

from the amounts reported above.
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‘ SYSTENIIATIZED BENEFITS ADMINISTRATORS, INC.
(A wholly owned subsidiary of ING Services Holding Company, Inc.)

Computation for Determination of Reserve Requirements
and Information Relating to Possession or Control
Requirements Under Rule 15¢3-3

! December 31, 2006

Schedule 2

The Company does not handle securities or carry security accounts for its customers and is exempt

from Rule 15¢3-3 under Section {k)(1).




